APPENDIX C
REPORT OF THE AGRICULTURAL FINANCE
SUB-COMMITTEE,  19441
IN accordance with the recommendation of the Policy Committee on
Agriculture, Forestry and Fisheries, the Government of India appointed
a Sub-committee in September 1944, with Professor D. R. Gadgil as
Chairman, to report on the ways in which indebtedness could be reduced
and finance, both long-term and short-term, provided under efficient
control for agriculture and animal husbandry operations. The Com-
mittee finally adopted the report on 7 July 1945.
GENERAL CONCLUSIONS OF THE COMMITTEE
The terms of debt are, as things stand, heavy for the average
agriculturist. The debt is contracted partly for current production and
consumption needs and partly for purposes that might be called
' unproductive', and very little borrowed money is spent on improvement
of the productive resources of die agriculturist. Repayment of old debts
has led to contraction of new ones to a very large extent, and debts,
once contracted, tend to accumulate and increase. A historical reviexv
of the situation shows that while the depression of the thirties has
intensified the general problem of debt, the relief given by the rise of
agricultural prices during war years has been considerable and the
present is an opportune time for dealing with it. At the same time
{reorganization of rural credit could succeed only if it was undertaken
asj part of a many-sided effort at reconstruction.
In the reconstruction of agricultural finance the initial problem is
that of the reduction of accumulated debt and the general problem
that of the reorganization of the credit system. No beginning could be
made with raising and working a new financial structure until the
dragging effect of old debt had been eliminated. This could be done
only by reducing the burden of debt and the charges on its account on
the agriculturist producer to a level which allowed him to maintain
his standard of living at a minimum level and to raise adequate finance
for current and future production needs. The level of necessary
adjustment could be defined in terms (i) of annual repaying capacity
over a period of years in the future; and (ii) of a proportion of
the value of real assets of the producer on which the margin of future
credit would depend. The adjusted debt would best be taken over by
a lump payment to old creditors by Co-operative Land Mortgage Banks
or new State Agencies. The process of adjustment visualized as a
necessary preliminary to the raising and successful working of the new
financial structure must cover the entire field of agricultural production
and must be brought about compulsorily and within a well-defined
period of time.
The new financial structure might logically be unitary but in actual
practice it would have to be diversified. The present organization of agri-
cultural finance is dominated by the uncontrolled activities of the private
1 The summary has been reproduced from the Report.